"Perkins, Erin" </O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP

From: (FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=B2E346DBD35A463AB95787E5D0D1BA97-PERKINS, ERIN>
To: Parham
Quin
CC:
Date: 11/4/2014 12:11:02 PM
Subject: FW: Handout for Climax meeting with EPA and call in number

Attachments: Climax Mine Presentation to EPA 10-06-14.pdf

From: Ott, Toney

Sent: Monday, October 06, 2014 12:16 PM

To: Perkins, Erin

Subject: FW: Handout for Climax meeting with EPA and call in number

From: McWhirter, Lesley A SPK [mailto:Lesley.A.McWhirter@usace.army.mil]
Sent: Monday, October 06, 2014 8:47 AM
To: Hamilton, Karen; Ott, Toney

subic: [

From: Lazuk, Raymond [mailto:Raymond_Lazuk@FMI.com]



Sent: Sunday, October 05, 2014 3:05 PM

To: McWhirter, Lesley A SPK; Finan, Michael C SPK

Cc: Deely, Sheila H.

Subject: [EXTERNAL] Handout for Climax meeting with EPA

Lesley/Mike,

Please see attached materials we will hand out and discuss during our meeting with EPA.

- Ray

Raymond Lazuk

Environmental Manager

Climax Molybdenum Company, Climax Mine
HWY 91 - Freemont Pass

Climax, CO 80429

Office: 719-486-7584
Cell: 719-201-1282

raymond_lazuk@fmi.com
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U OSEIGIIMEEUIY,

= Climax intends to expand its McNulty Overburden Storage
Facility (OSF), and expects to apply for Section 404 permit;
Climax submitted information to the Corps to receive a
jurisdictional determination in the McNulty Gulch area

= The focus of this meeting is to discuss Climax’s view that
certain water features in this area are part of the exempt
waste treatment system at the mine, which has been
established by Climax’s NPDES/CDPS permits and meets
the requirements of the Ore Mining and Dressing Effluent
Limitation Guidelines

= The waters also do not have a significant nexus to
traditionally navigable waters, but we do not intend to
focus on this discussion at this meeting
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Colorado Operations:
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« Henderson Mill

e

— - £ SR —

Henderson
| / SMill

Worlds Largest Molybdenum Producer o - "'\ o
e o 4 -~ Henderson

¢ Mine, |

J~~.
.

- 5 -

: 58
O #ah

s 8 B 8§ 8 &8 3 8 8

“Denyver: .

e (:A‘;'l

i g . R N
. = ’_ﬁ.’_‘_ﬂ‘:a‘f.. () ) .

w2010 w2011 w2012 . = - . —

Sources: Climax estimates; IMOA, company and analyst reports





MolybdenumiEnd=-Uses

Chemicals Stainless Steels
14% \ 20%
Mo Metal |
5%
Superalloys . S
4% o

Cast Iron
7%

Tool & High
Speed Steel

1ok Steels

Source: IMOA





. Climax \olybdenum

A Freeport-McMoRan Company

Glmaxamime.

Located 13 miles north of
Leadville, Colorado at
11,318 foot Fremont Pass
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ClIIaXa eSS ETIIISIOY

1879 - Charles Senter staked claims

1895 - Mineral identified as molybdenite

1918 - Climax Molybdenum Company formed

During WWII supplied the huge Allied molybdenum demand
Became the world’s largest underground mine

Converted to an open-pit operation

Over 500 million tons mined
1.9 billion Ibs. Mo produced

2013 reserves
- 208 million tons at 0.161% Mo
- 603 million pounds recoverable
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WinteraGeliiiax:

275 inches of snow on average and over 420 inches during the winter of 2010-2011 -





DriversyorWaleraineatnent

= Location

- Sitting on top of Continental Divide at
the headwaters of East Fork Arkansas
River, East Fork Eagle River, and
Tenmile Creek

= Annual snowfall
- Average 275 inches

= Water treatment numbers

- 10,000 GPM process water (recycled) to
mill

- 1,000 to 14,000 GPM treated mine
drainage

- Over 100,000 GPM clean water diverted
offsite at peak runoff






riversiorvaterdreanment:

= Climatic conditions

= Acid rock drainage (ARD) due to oxidation of pyrite (FeS,)
exposed to stormwater throughout the mine is a primary
driver for water treatment at Climax

- This oxidation produces low pH water, which then mobilizes
other metals within the rock

- Major metals in Climax drainage are manganese, aluminum, and
iron; minor metals are zinc and copper

= Metals removal will be described in more detail
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= Final rule initially adopted in 1978, modified in 1982

= Development document—October 1975

- Focuses on mine as a whole, not specific process, based
on acknowledgement that mining has water quality
concerns and generates wastewater substantially
different than other manufacturing sectors, and water
can come in contact with pollutants throughout a mine

- Topography and climatic patterns are significant factors
in wastewater generation and treatment needs

- Collection and treatment prior to discharge is the
solution to this exposure

11
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eI IIdINESSITIGACILEGOLY AN
ELGS, i

= February 9, 1979 EPA Clarification (44 Fed Reg 7954)

- “Under the regulations, mine drainage is intended
to include all water which contacts an “active
mining area” and which naturally flows into a “point
source”—that is, a discernible, confined and
discrete conveyance—or is collected in or
channeled or diverted to, a point source as a result
of acts of the mine operator.”

12
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ENIINIGadDIESSIIGGCILEG Oy,
AOS

= Development document—May 1982: “Mine” includes all land and
property used for mining purposes subject to CWA requirements,
including effluent limits

- Acknowledges the need for a system to treat water based on
run on control outside of mine and mine water within mine

- “In the case of mine water, the operator often has little control
over the volume of water generated except for diversions of
runoff from surface mine areas”

- "Diversion of water around a mine site to prevent its contact with
possible pollution forming materials is an effective and widely
applied control technique”

- Identifies the treatment system at the Climax mine for mine
drainage and mill water, noting that “extensive runoff diversion
works have been installed to reduce spring discharge volume,”
and recognizes that the active mining area subject to the ELGs is
everything below the diversion works

13
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OresMimg andiDreEssingiCIEGOIYELGS . .

= Effluent limitations at 40 CFR Part 440: Defined by precipitation,
evaporation and drainage area contributing surface runoffto the
treatment facility

= Conclusion:

- At Climax, we have run on control through the interceptor
system, which limits the amount of drainage onto the site that
comes in contact with the mine

- The drainage area that contributes surface runoff into
Climax’s waste treatment system is a function of the
interceptors, mine facility locations and the natural hydrologic
divide

- Water cannot be both mine drainage under the ELG and
waters of the U.S.

14
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= QOriginal individual NPDES permit issued by U.S. EPA on December
31, 1974

- Required construction, operation, and maintenance of east and west
interceptor canals as well as other canals and diversion structures at
the mine to ensure compliance with effluent limitations

- Included compliance schedule for construction of interceptors and
other diversions (Section I.B.1.) and achievement of effluent
limitations (Section I.B.2 and III.A.)

- The required interceptor canal system was to be constructed,
operated and maintained to divert clean runoff around the mine site

- These interceptors form the boundary of the waste treatment system,
which were located to accommodate approved Climax mine plan

15





Climax CWA Permitting

1974 Permit

= “Disturbed areas” from which water needs to be managed and
treated is defined broadly as including but not limited to:

= Qverburden removal or deposit areas
= QOre stockpile areas

= Milling and auxiliary facilities

= Tailing deposition areas

= All other non-public areas or facilities, are part of the
“disturbed area” at the mine, to be managed and treated so
that effluent limitations are met at the outfall

= Disturbed areas were defined in relation to Climax’s mine plan

16





. Climax Volybdenum EXPANDING RESOURCES

A Freeport-McMoRan Company

GIIIaXeCVVANCETIITIOINTY,
L)l Bl

Receiving water is identified as "East Fork, Tenmile Creek”

Water balance and other studies required to allow
compliance with effluent limitations at the outfall (Part
II1.A)

Compliance schedule for effluent limitations (I.B.)

Samples for monitoring and effluent limitations required to
be taken at nearest point downstream from final seepage
and lateral drain collection pond and upstream from
undisturbed areas or admixture with receiving stream
(II1.G.).

Flow compliance point located at the Parshall Flume (II1.G)

17
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= Original design of the system by the EPA was to make sure the
operational area was contained, and all activities that might
generate discharge or runoff in that area had the opportunity to
go to treatment.

= Area outside of that would also be regulated for run on control
but not in the same way.

= EPA intentionally established a two part system recognizing the
potential for pollutants to be in all water bodies within the
"disturbed" area, and therefore the need to contain that area.

= The contained area is all process and treatment systems. This is
also seen in the approach for the effluent guideline.

18
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S Gl GWANPELItING
SUDSeHUERPENILS

= Climax has maintained individual NPDES/CDPS permit
coverage since December 31, 1974

- Timely renewals of the NPDES permit have been issued by
CDPHE (which obtained delegation to administer the Clean
Water Act's NPDES Program) six times, including most
recently in 2013.

- The scope and design of the waste treatment system as
originally required in the 1974 NPDES permit has stayed
intact through all subsequent CWA permits, and many

improvements have occurred to ensure reliable treatment of
all mine water

19
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= Since the interceptors were constructed, Climax has
collected and treated all the water that flows within
and below the interceptor ditches as mine drainage

= Merged flows from the interceptor channels and
waste treatment systems constitute the discharge at
Outfall 001 (technology limitations apply before
merged flows)

= Qutfall 001 “serves as the compliance point for all
applicable state and federal regulations for the mine
as a whole...” (Rationale, VII.D, Stormwater)

20
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MIGCINUITLY2GUIGH,

= Description of McNulty Gulch Waste Treatment

- The northern portion of McNulty Gulch flows to the east interceptor;
Climax is not taking the position that the northern portion of McNulty
Gulch is part of the waste treatment system.

- Shortly after construction of the east interceptor in 1973-1975,
preparatory work was initiated in the southern portion of McNulty
Gulch for placement of the McNulty overburden stockpile (OSF),
where overburden material was placed in approximately 1977 through
approximately 1983

- The southern portion of McNulty Gulch was initially diverted to either
the east interceptor or waste treatment system, but by 1983 it was
permanently engineered (using the east interceptor and a natural
topographic divide) to flow into the waste treatment system at the
mine in accordance with the 1974 NPDES permit and subsequent
CWA permits

24
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The southern portion of McNulty Gulch became a “disturbed area”
under the permit following construction of the OSF and engineered
conveyance of flow from this area

In 1985, CDPHE issued an NOV for “non-snowmelt bypasses”
caused in part by the prior introduction of the southern portion of
McNulty Gulch into the waste treatment system

The NOV was resolved in 1986 by Stipulation and included
requirements to complete upgrades to the treatment system to
accommodate increased flow from mine drainage sources including
the southern portion of McNulty Gulch

These developments further support that the southern portion of
McNulty Gulch is an integral part of Climax’s waste treatment
system and is a source of mine drainage recognized under the
CWA NPDES/CDPS permits and the ELGs applicable to copper ore
mining and dressing facilities

25





Climax Waste Treatment System Upgrades -
Chronology 4

= 1974-76 - Site-wide interceptor canal system installed pursuant to
original NPDES permit to separate impacted from non-impacted water in
order to meet the requirements of the Clean Water Act - area within
interceptors creates boundary of waste treatment system

= 1977 - First generation water treatment plant installed to comply with
effluent limits in initial NPDES permit

= 1979 - Implemented in-pond lime treatment in Mayflower TSF to increase
treatment discharge capacity

= 1987 —Upgrades to treatment system to eliminate non-snowmelt
bypasses and accommodate increased flow

26
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= 1998 - Two stage lime treatment implemented w/ Stage 1 in Tenmile TSF
and Stage 2 in Mayflower TSF to improve metals removal and increased
lime utilization

= 2005 - Decision to construct Sludge Densification Plant (SDP)
- $23 million water treatment upgrade project
- SDP dedicated to Stage 1 treatment (remove 75% of metals)

- New pipelines and pump stations constructed to route 5 main
impacted flows to SDP

= 2007 - SDP started and successfully met all targets
- 3,500 GPM average annual flow, 6,900 GPM peak flow
- Water quality at discharge to Tenmile Creek improved
- Mayflower Pond continued as Stage 2 with better pH control

27
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CIIIaXaVVadStENTEIUIIENLSYSIENNUPYIIUES;
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= 2011 - Feasibility design completed for Property Discharge Water
Treatment Plant (PDWTP)

- State of the art HDS design with extensive redundancy to
assure compliance

- Barge pump system required to feed plant
= 2012 - PDWTP construction begins
= 2014 - Hydraulic/chemical commissioning and start up
= 2014 - Use of Mayflower TSF for Stage 2 treatment discontinued

= All of these designh upgrades have been made based on the
requirement that Climax collect and treat all water that falls and is
collected below the interceptors as mine drainage

28
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Interceptor canal systems to divert clean run-on and form
boundary of waste treatment system

Water is extensively manipulated and site hydrology significantly
altered to ensure drainage is collected and treated

Continual tracking and water balance for process use, maintain
pond elevations, and water rights
Water storage in tailings storage facilities (TSFs) and Robinson
Lake

Capture/store precipitation
Treatment of mine drainage for process water and/or release to
Tenmile drainage basin (NPDES/CDPS Permit)

Sludge Densification Plant (SDP) Stage 1

Property Discharge Water Treatment Plant (PDWTP)

29
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Metals Plant PFD

= 14,000 GPM peak capacity

= Replaces Stage 2 metals removal
previously accomplished with
Mayflower TSF
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= Waste treatment systems, including treatment
ponds or lagoons designed to meet the requirements
of [the federal Clean Water Act ("CWA")] (other than
cooling ponds as defined in 40 CFR 423.11(m) which
also meet the criteria of this definition) are not
waters of the United States.

- This exemption has no limitation to either man-made or
engineered features, or fragments or incomplete aspects of a
system such as components that carry waste laden water.

- The waste treatment system cannot be redefined for purposes
of 404

32
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= Prior determinations have limited relevance in light of the
CWA permits

= Prior determinations differ from Climax in that they are:

- Focused on discrete or simplistic waste treatment systems
that have single facilities or limited components (for example,
a single tailing pond or a valley fill with sediment pond)

- Focused on systems associated with 404 authorization (valley
fills or tailing ponds in creeks), but not CWA NPDES permits

- Focused on systems designed and constructed after the waste
treatment system exclusion was adopted

33
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= Section 404 of the CWA cannot have a different scope
and application than 402

= An agency authorization of a waste treatment system:

- (i) has the effect of changing the legal status of water
features that are part of the waste treatment system.

- (ii) does not have to explicitly say that it is creating a
“waste treatment system” or the exclusion is being
relied upon, so long as the record is clear

34
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GHUPIESWERENCONUWIUEY),

= “[D]esignation of a portion of the waters of the U.S. as part
of a waste treatment system does not itself alter CWA
jurisdiction over any waters remaining upstream of
such system.”
- This statement supports that jurisdiction over waters

within or downstream of such system but upstream of
discharge point are in fact altered.

- At McNulty, there are no “upstream” waters, but only water in
disturbed areas under the CWA permit that are within or
downstream of the waste treatment system and from which
water is collected

- Waters are downstream of interceptors
- Waters are below natural hydrologic divide

- These waters do not perform an integral function or any
function for protection of a TNW in light of construction,
maintenance and operation of the waste treatment system

35
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= Climax maintains CDPS stormwater permit coverage
for certain areas outside of the interceptors described
In the original 1974 individual NPDES permit

= The waste treatment system as defined by the CDPS
permit— including drainage from McNulty overburden—
continues to be recognized by and incorporated In
Colorado Division of Reclamation, Mining and Safety
Reclamation Permit and Plan from 1977 forward
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= Water features in McNulty cannot be considered
independent from the waste treatment system:

- These waters cannot be subject to CWA Section 404
jurisdiction where they are within Section 402 authorization

- A contrary claim would be a departure from precedent and
inconsistent with the Effluent Limitation Guidelines governing
Climax, along with its NPDES and CDPS permits and their
corresponding lengthy permit history

- Climax has relied on the lengthy permit history and
requirements to make investments and design, operate and
maintain its waste treatment system

- These waters are not precluded from being impacted by
mining activities, and indeed are expected to be impacted

37







